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1. IN SERIES OF MEETINGS AND TELEPHONE CONVERSATIONS 
OVER PAST XTHREE DAYS WITH BOFT AND MINISTER ECONOMIC 
AFFAIRS Y.S. SUN WE HAVE REACHED GENERAL UNDERSTANDING 
WITH GROC ON PROPOSALS FOR CCC FINANCING WHICH, IF 
ACCEPTED IN WASHINGTON, SHOULD PROVIDE SATISFACTORY 
RESOLUTION OF DIFFICULT COTTON CONTRACT PROBLEM. 

2. GROC WILL FORMALLY REQUEST $50 MILLION LINE OF CCC 
CREDIT. THIS REQUEST BASED UPON PREMISE THAT USG AND 
GROC WILL SHARE EQUALLY THE FINANCING OF CONTRACTS FOR 
U.S. COTTON WHICH WERE IN FORCE ON AUG.l, 1974 IN A 
TOTAL AMOUNT OF APPROXIMATED $100 MILLION. 

3. DURING DISCUSSIONS, Y.T. WANG (WANG I-TING) 

STATED THAT IF REQUESTED CCC CREDIT LINE APPROVED 
MILLS WILL BE FORCED BY THE GROC TO HONOR OUTSTANDING 
CONTRACTS OR DECLARE BANKRUPTCY. WANG FURTHER STATED 
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CONTRACTS WOULD BE HONORED UNDER THESE CIRCUMSTANCES. 

HE SAID THAT BOFT WILL NOT PERMIT MISLLS WITH OUTSTANDING 
CONTRACTS FOR U.S. COTTON TO PURCHASE COTTON UNDER NEW 
CONTRACTS FROM ANYB ORIGIN UNTIL OUTSTANDING U.S. CONTRACTS 
COMPLETELY FULFILLED. 

4. WE WERE ASSURED THAT THE FORMAL REQUEST FOR FINANCING 
WOULD PROVIDE GROC ASSURANCE ON THE FOLLOWING POINTS: 

A. CCC CREDIT WILL BE USED EXCLUSIVELY TO FINANCE 
U.S. COTTON CONTRACTS IN FORCE ON AUG 1, 1974. 

B. THE ROC WILL PROVIDE FINANCING FOR THE ABOVE 
CONTRACTED U.S. COTTON FROM ITS OWN XRESOURCES IN AN AMOUNT 
EQUAL TO OR GREATER THAN CCC FINANCING GRANTED. 

C. THE ROC WILL TAKE ALL NECESSARWY MEASURES TO 
ENSURE THAT TEXTILE MILLS PROMPTLY OPEN L/C'S FOR THE 
ABOVE CONTRACTED U.S. COTTON IN ACCORDANCE WITH TERMS 
OF SUCH CKONTRACTS. 

D. THE GROC KASSUMES FULL LIABILITY FOR 
REPAYMENT OF ALL PRINCIPAL AND INTEREST DUE UNDER 
GRANTED CCC CREDITS. 

5. WE BELIEVE ABOVE APPROACH PROVIDES WORKABLE 
SOLUTION TO COTTON CONTRACT PROBLEM IN TAIWWAN EVEN 
THOUGH IT IS VARIATION FROM EARLIER PROPOSAL TO USE 
CCC FINANCING ONLY FOR THAT PROTIONNOF CONTRACTED 
PRICE BABOVE 40 CENTS PER POUND. INCREMENTAL FINANCIANG 
APPROACH PROPOSED DURING YEUTTER-HUME DISCUSSIONS WITH 
WANG FOUND JUNACCEPTABLE FOR LEGAL AND TECHNICAL EREASONS 
DURING LATER CONSIDERATION BY FINANCIAL AUTHORITIES. 

6. GROC MAKING URGENT EFFORT PROVIDE ABOVE DESCRIBED 
FORMAL REQUEST CCC FINANCING BY CABLE TO THEIR EMBASSY 
IN WASHINGTON BEFORE END OF WEEK. PROPOSAL ALREADY 
CLEARED WITH ALL MINISTRIES INVOLVED AND PREMIER'S FINAL 
APPROVAL EXPECTED LATER TODAY (FEB 5). CABLE NOW 
BEING PREPARED BY BOFT KIN ANTICIPATION PREMIER'S 
APPROVAL AND BOFT EXPECTS CABLE CAN BE CLEARED WITH 
MINISTRIES ECONOMIC AFFAIRS, FINANCE AND FOREIGN AFFAIRS 
WITHIN TWO DAYS. 

CONFIDENTIAL 

CONFIDENTIAL 

PAGE 03 TAIPEI 00637 05073 1Z 

7. COMMENT: WE BELIEVE THAT THE STRONG ASSURANCES 
WHICH THE GROC IS PROVIDING WITH RESPECT TO THE USE OF 
CCC CREDIT LINE AND GUARANTEE OF REPAYMENT PROVIDES 
A UNIQUE OPPORTUNITY FOR A SWIFT RESOLUTION OF THE 
COTTON CONTRACT PROBLEM IN TAIWAN. WE URGE THAT IKTS 
REQUEST FOR CCC FINANCING BE MET TO THE MAXIMUM EXTENT 
POSSIBLE. UNGER 
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